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To the Board of Directors

Scott-Macon Securities Inc

We have audited the accompanying statement of financial condition of Scott-Macon Securities Inc

the Company wholly owned subsidiary of Scott-Macon Ltd as of September 30 2010 that

you are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934 This financial

statement is the responsibility of the Companys management Our responsibility is to express an

opinion on these financial statement based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain reasonable

assurance about whether the financial statement is free of material misstatement An audit includes

examining on test basis evidence supporting the amounts and disclosures in the financial

statements An audit also includes assessing the accounting principles used and significant estimates

made by management as well as evaluating the overall financial statement presentation We believe

that our audit provides reasonable basis for our opinion

In our opinion except for the matter discussed in the following paragraph the financial statement

referred to above presents fairly in all material respects the financial position of Scott-Macon

Securities Inc as of September 30 2010 in conformity with accounting principles generally

accepted in the United States of America

The Company is currently under financial/operational examination by the Financial Industry

Regulatory Authority FINRA as explained in Note The Company is appealing the examination

findings The final outcome of this appeal cannot be determined at this time

This statement of financial condition is intended solely for the information and use of the board of

directors stockholder and management of Scott-Macon Securities Inc and Scott-Macon Ltd and

the filing with the National Association of Securities Dealers Inc and should not be used for any

other purposes

CERTIFIED PUBLIC ACCOUNTANTS

New York New York

December22 2010

757 Trniui AVENUE NEW YORK NY 10017-2049 TEL 212 303-1800 FAX 212 755-5600 Www.rssmcpa.com P-EA
Member of the Center for Public Company Audit Firms Section of the American Institute of Certified Public Accountants Division for CPA firms
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September 30 2010

Assets

Cash 9833

Due from Parent Company 56549

Other assets 6779

Total assets 73161

Liabilities and Stockholders Equity

Accounts payable and accrued expenses 3600

Stockholders equity

Capital stock $0.01 par value 1000 shares authorized

100 shares issued and outstanding

Additional paid-in capital 14999

Retained earnings 54561

Total stockholders equity 69561

Total liabilities and stockholders equity 73161

The accompanying notes are an integral part of this financial statement
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Summary of Significant

Accounting Policies

Business Activities

the Company has determined that it has no

uncertain tax positions that require either

recognition or disclosure in the financial

statement

Scott-Macon Securities Inc the Company
is wholly owned subsidiary of Scott-Macon

Ltd the Parent and is broker-dealer

registered with the Securities and Exchange

Commission and the Financial Industry

Regulatory Authority FINRA The

Companys activities primarily consist of

arranging the private placement of various

types of securities and other consulting

services All customer transactions are cleared

on fully disclosed basis through an

independent clearing firm The Company does

not carry securities accounts for its customers

nor does it provide custodial functions related

to those securities and claims exemption from

the requirements of Rule 15c3-3 under Section

k2ii of the rule

Income Taxes

The Company files consolidated tax return

with its Parent under tax sharing agreement

The Company reimburses its Parent for certain

franchise taxes

FASB ASC 740-10 which is effective for

annual financial statements beginning after

December 15 2008 clarifies the accounting

for uncertainty in income taxes recognized in

companys financial statements by prescrib

ing minimum recognition threshold tax

position is required to meet before being

recognized in the financial statements The

Company adopted FASB ASC 740-10 as of

October 2009 As of September 30 2010

The Companys income tax returns for years

2006 through 2009 are subject to examination

by federal state and local income tax

authorities The Parent companys 2008

consolidated federal income tax return is

currently under examination however the

Company does not believe the results will

have any significant impact on its financial

condition

Use of Estimates

The preparation of financial statements in con

formity with accounting principles generally

accepted in the United States of America

requires management to make estimates and

assumptions that affect the reported amounts

of assets and liabilities at the date of the

financial statements and the reported amounts

of revenues and expenses during the reporting

period Although these estimates are based on

managements knowledge of current events

and actions it may undertake in the future

they may ultimately differ from actual results

Transactions With Parent Company

The financial statement is not necessarily

indicative of the conditions that would have

existed or the results of operations that would

have occurred had the Company been an

unaffiliated company

ROSEN SEYMOUR SHAPSS MARTIN COMPANY LLP
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The Company reimbursed its Parent for shared

administrative expenses including rent utilities

etc in the amount of $128766 for 2010

The Company is due $56549 from its Parent as

of September 30 2010

Net Capital

SEC rule 15c3-1 requires broker-dealers to

maintain certain minimum net capital amounts

and also requires that the ratio of aggregate

indebtedness to net capital not exceed 15 to

Pursuant to rule 15c3-1 the minimum net

capital is the greater of $5000 or the ag
gregate indebtedness divided by 15 Since the

aggregate indebtedness is $3600 as of

September 30 2010 the minimum net capital

is $5000 The net capital as computed under

rule 15c3-1 is $6233 as of September 30
2010 The Companys ratio of aggregate

indebtedness to net capital was .578 to as of

September 30 2010

Contingency

On November 2010 F1NRA completed

financial operations examination of the

Company and issued its report According to

the report the Company was in violation of

SEC Rule 17a-1 1c3 the requirement that

net capital be 120% or higher of the required

minimum capital of $5000 FINRAs position

is that the Companys net capital is below this

threshold because the Company is netting its

tax liability against the receivable from its

Parent Company Scott-Macon Ltd Since

this receivable is non-allowable asset the

balance of the receivable should be higher

which reduces net capital The Company is

appealing this finding with FINRA and the

SEC and is awaiting final determination

Subsequent Events

The Company has evaluated its subsequent

events through December 22 2010 the date

that the accompanying financial statement was

available to be issued See Note
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